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(c) Contractors with prior CAS-cov-
ered contracts with full coverage shall 
continue to follow Standard 9904.415 in 
effect prior to June 2, 2008 until this 
Standard, effective June 2, 2008, be-
comes applicable following receipt of a 
contract or subcontract to which this 
revised Standard applies. 

(d) For contractors and subcontrac-
tors that have established advance 
agreements prior to June 2, 2008 re-
garding the recognition of the costs of 
existing ESOPs, the awarding agency 
and contractor shall comply with the 
provisions of such advance agree-
ment(s) for these existing ESOPs, re-
gardless of whether the ESOP was pre-
viously subject to CAS 412 or 415. These 
advance agreements may be modified, 
by mutual agreement, to incorporate 
the requirements effective on June 2, 
2008. 

[73 FR 23966, May 1, 2008] 

9904.416 Accounting for insurance 
costs. 

9904.416–10 [Reserved] 

9904.416–20 Purpose. 
The purpose of this standard is to 

provide criteria for the measurement 
of insurance costs, the assignment of 
such costs to cost accounting periods, 
and their allocation to cost objectives. 
The application of these criteria should 
increase the probability that insurance 
costs are allocated to cost objectives in 
a uniform and consistent manner. 

9904.416–30 Definitions. 
(a) The following are definitions of 

terms which are prominent in this 
Standard. Other terms defined else-
where in this part 99 shall have the 
meanings ascribed to them in those 
definitions unless paragraph (b) of this 
subsection, requires otherwise. 

(1) Actual cash value means the cost 
of replacing damaged property with 
other property of like kind and quality 
in the physical condition of the prop-
erty immediately prior to the damage. 

(2) Insurance administration expenses 
means the contractor’s costs of admin-
istering an insurance program, e.g., the 
costs of operating an insurance or risk- 
management department, processing 
claims, actuarial fees, and service fee 

paid to insurance companies, trustees, 
or technical consultants. 

(3) Projected average loss means the es-
timated long-term average loss per pe-
riod for periods of comparable exposure 
to risk of loss. 

(4) Self-insurance means the assump-
tion or retention of the risk or loss by 
the contractor, whether voluntarily or 
involuntarily. Self-insurance includes 
the deductible portion of purchased in-
surance. 

(5) Self-insurance charge means a cost 
which represents the projected average 
loss under a self-insurance plan. 

(b) The following modifications of 
terms defined elsewhere in this chapter 
99 are applicable to this Standard: 
None. 

9904.416–40 Fundamental require-
ment. 

(a) The amount of insurance cost to 
be assigned to a cost accounting period 
is the projected average loss for that 
period plus insurance administration 
expenses in that period. 

(b) The allocation of insurance costs 
to cost objectives shall be based on the 
beneficial or casual relationship be-
tween the insurance costs and the ben-
efiting or causing cost objectives. 

9904.416–50 Techniques for applica-
tion. 

(a) Measurement of projected average 
loss. (1) For exposure to risk of loss 
which is covered by the purchase of in-
surance or by payments to a trusteed 
fund, the premium or payment, ad-
justed in accordance with the following 
criteria, shall represent the projected 
average loss: 

(i) The premium cost applicable to a 
given policy term shall be assigned pro 
rata among the cost accounting periods 
covered by the policy term, except as 
provided in subdivisions (a)(1) (ii) 
through (vi) of this subsection. A re-
fund, dividend or additional assessment 
shall become an adjustment to the pro 
rata premium costs for the earliest 
cost accounting period in which the re-
fund or dividend is actually or con-
structively received or in which the ad-
ditional assessment is payable. 

(ii) Where insurance is purchased spe-
cifically for, and directly allocated to, 
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